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Statement by the Hon. Robert R. de Cotret 
President of the Treasury Board 


Introduction 
Mr. Speaker, today I tabled the government’s Main Estimates for the fiscal year 1990-91. 
It is the fifth occasion I have had this honour as President of the Treasury Board. 


Each time, I have been able to report improvements to how this government manages 
the resources entrusted to it by the people of Canada. 


I am proud of the steady and consistent progress we have made, Mr. Speaker. It is 
not by chance that the federal government today is leaner and more efficient. 


Management Challenges 


Mr. Speaker, five years ago this government presented Canadians with a plan. The Prime 
Minister promised Canadians we would improve management of the economy and 
management of the government. Today, I will show you how that plan is working and how 
we will carry it forward into the future. 


The nation was just emerging from a painful recession from which no region had 
been spared. Our economy was fragile and federal government spending was out of control. 


Effective management of the economy required greatly improved management of 
government. We knew government had to be more responsive and responsible to Canadians 
whose taxes pay for government programs. 


We had to make choices, sometimes very difficult choices, to bring expenditures 
under control. 


We have made these choices based on values fundamental to Canadians. And we 
have followed the plan outlined in November 1984 in the Finance Minister’s Agenda for 
Economic Renewal and in my Expenditure and Program Review. 


The expenditure reductions announced at that time were the first step in restoring 
the financial health of the Government of Canada. 


I said then that we had to take a pragmatic and considered approach to reducing 
government expenditures and that we had to exercise the discipline necessary to ensure 
sound financial planning. 


These were the ingredients needed in the 1980s to manage the economy and to 
manage the government. Mr. Speaker, they are as essential for the 1990s. 


Our plan committed us to a program of economic renewal and management reform. 
We set out four challenges: 


First, to put our own fiscal house in order so that we could limit, and ultimately 
reverse, the massive build-up in public debt and the damaging impact of that debt on public 
confidence and economic growth. 


Second, to redefine the role of government so that government can expedite growth 
and job creation rather than being an obstacle to change and innovation. 


Third, to adopt policies that foster higher investment, greater innovation, increased 
international competitiveness and a positive climate for growth and new enterprise by 
Canadians. 


Fourth, to bring about these changes in a way that is fair, balanced and consistent 
with the nation’s sense of compassion, tolerance and justice. 


Mr. Speaker, by making expenditure control and good management the primary focus 
of fiscal restraint, we are meeting these challenges. 


Controlling Spending 


Two days ago, the Minister of Finance presented this House with our Expenditure Control 
Plan. That Plan, coupled with the December 15 package of management initiatives, provides 
fiscal savings of $19.5 billion. 


This saves the equivalent of over $2,500 for each and every family in Canada. 


Mr. Speaker, this Expenditure Control Plan continues our steady progress towards our 
goal of restoring long-term stability and good management. It will be the foundation for this 
government’s planning through the next five years. 


In his statement, the Minister of Finance described how this government is managing 
the economy. Today, I want to talk about how we are managing the government. 


I would like Members to focus on the clear evidence of substantial progress that can 
be seen in the documents I have tabled in the House today. Part I of the Estimates presents 
the measures we have taken to control spending and to manage the government. Part II 
provides details of our spending proposals to Parliament. 


In 1990-91, spending on federal government programs will rise by only 3 per cent, 
substantially less than the rate of inflation. This is an improvement even compared to this 
government’s impressive record of 3.6 per cent annual increases in the five years since the 
1984 election. 


Mr. Speaker, let me remind Members how significant this management improvement 
really is when compared to our predecessor governments. 


e In the five years before this government took office in 1984, program spending 
grew by 14.1 per cent annually; 


e In the five years before that, program spending grew by 10 per cent annually; 
and 


e In the five years before that, program spending grew by 17.9 per cent annually. 


It bears repeating, Mr. Speaker: in the coming year, program spending will rise by 
only 3 per cent. 


Program Cuts 


Our agenda focused on sound management, Mr. Speaker. Sound management of government 
required that we cut and rationalize within government. 


Mr. Speaker, with the Expenditure Control Plan, we will save $19.5 billion. 


To accomplish these reductions, we have made tough management decisions, some of 
which were made public in my $1.4 billion restraint package of December 15. 


In 1990-91, program spending will decline to 15.7 per cent of gross domestic 
product, as compared to 16 per cent this year and 19.5 per cent in 1984-85. This is the 
lowest level in 20 years. 


The Operating Surplus 


A key indicator of how well this government is doing is the change we have achieved in the 
operating balance. 


The operating balance compares the cost of government programs with government 
revenues. When program costs exceed revenues, the result is an operating deficit. Borrowing 
is needed to make up the shortfall. More borrowing is then needed to pay the interest, 
leading to an upward borrowing spiral. 


This is like a family borrowing to pay for necessities, and borrowing more and more 
to make interest payments on a growing debt. 


The situation in 1984 was severe. So much so, that we inherited a $15.9 billion 
operating deficit. Put another way, the federal government was borrowing more than $2,000 
per Canadian family each year just to pay for its programs. 


Mr. Speaker, the government of the day was digging a hole which was ever-deeper 
and ever-more difficult for future governments to repair, one that was saddling future 
generations of Canadians with crippling debt. 


There is no more telling evidence of the progress this government has made than the 
way in which we have turned that operating balance. We have gone from an operating 
deficit of $15.9 billion to an operating surplus this year of $9 billion, Mr. Speaker. In 
1990-91, we expect that operating surplus to grow to $12.6 billion, a turnaround since 1984 
of $28.5 billion. 


Management Initiatives 


We are delivering on our promise to improve the way the government is managed. 
Management improvements do not make front-page headlines, but together they mean 
significant savings for Canadians. We have outlined these in Part I of the Estimates 
document, and I hope Members will take the time to read it because it tells the story of 
better, more efficient management. 


We have introduced much-improved practices for management of the government’s 
inflows and outflows of cash. This alone has saved taxpayers well over $900 million 
since 1985. 


We have worked to improve the management of government property. Since 1985, 
disposal of surplus real estate has totalled $400 million, generating $200 million in cash 
receipts and making more productive use of an additional 200 million dollars’ worth of real 
estate through joint ventures with the private sector and other governments. 


Our cost-recovery programs have helped improve fairness in the way we raise 
revenues. We have insisted that users and other direct beneficiaries of government services 
pay their fair share of the costs. Cost-recovery revenues are forecast to be $3 billion in 
1990-91, almost double the $1.6 billion raised in 1984-85. 


We have also sold all or part of 18 corporations that can be managed better in the 
private sector. Since 1984, the number of Crown corporation employees has been reduced by 
75,000 as a result of privatization, productivity gains and rationalization. The government 
will proceed with the sale of its share in Telesat Canada, and the privatization of Nordion 
and Theratronics. The government has decided to allow direct public ownership of Petro- 
Canada. Also, profitable Crown corporations, including Ports Canada, Canada Post, Canadian 
National and the Royal Canadian Mint, will make a contribution to deficit reduction through 
the payment of dividends. 


Our new approach to management has enabled us to reduce departmental overhead 
costs, to cut paperburden, and to make effective use of technology. We have also 
significantly reduced the number of regulations approved by the government in recent years. 


Management of the Public Service 


I would be remiss if I did not take this occasion to comment in greater detail on managing 
the federal Public Service, Mr. Speaker. 


This federal government is no different than many other organizations in the world. 
We have challenged our public service managers to do more with less - with less money, 
with fewer people, but with more responsibilities. 


Mr. Speaker, the management challenge is being met. 
Let me put on record this government’s performance. 


We have worked to keep public service salaries from setting inflationary trends in 
the nation. 


Since 1984, we have negotiated collective agreements that are fair to employees and 
responsible to taxpayers. Those agreements have been below private-sector settlements, 
below provincial settlements and below the rate of inflation. 


We have reduced the size of the Public Service. Since 1985, we have removed 
23,542 person-years from departmental authority levels. To meet new priorities and make 
sure that health, safety and security were not compromised, we have provided some 
11,000 person-years. The net result is that the Public Service is now 12,377 person-years 
smaller than it was in 1985-86. In fact, it is now the smallest it has been since 1973. 


Our approach to managing the size of the Public Service was based on this 
government’s overall plan to manage better. We are now doing things more efficiently. 


Over the next five years, we will continue to carefully control the size of the Public 
Service. We will do this, Mr. Speaker, because we are committed to ensuring that over the 
medium term, we maintain the balance between federal employment and total employment 
in the economy. 


Let me say, Mr. Speaker, that this progress would not have been possible without a 
dedicated and highly professional public service. 


Last December, the Prime Minister announced an initiative called Public Service 
2000. This initiative will ensure a Public Service that can provide Canadians with the best 
value for their tax dollars. 


Conclusion 


Mr. Speaker, in 1984 we committed ourselves to managing the economy and managing the 
government. Good management is not easy. It requires hard work, tough decisions and 
leadership. It requires a plan and the will to carry out that plan. This is what this 
government is doing. Our Expenditure Control Plan, which achieves savings of $19.5 billion, 
is evidence of our commitment. 


Mr. Speaker: 

We promised fiscal responsibility - and we are delivering; 

We promised to get the deficit under control - and we are delivering; 

We promised to cut expenditure growth - and we are delivering; 

We promised to manage government better - and we are delivering. 

Mr. Speaker, I am proud of this government’s record. We have acted decisively in 
bringing about the kind of changes needed to ensure Canada’s economic stability, and to 


ensure that Canadians are able to meet the challenges and opportunities that lie ahead. 


Thank you. 
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Productive Management 


The government established a plan in 1984 to manage the economy and to manage the 
government more productively. Over the last five years, the government has carried out this 
plan. The effect has been to generate savings for the taxpayer, increase efficiency in 
government operations and improve program delivery. 


Managing Expenditures 


Managing the expenditure budget has meant getting the government’s own fiscal house in 
order by bringing spending more into line with revenues. ‘Containing the growth of the 
government’s expenditures, in turn, has required a concerted effort of expenditure control 
and reduction. The government has applied general restraint, adopted more businesslike 
practices and phased out, scaled back or eliminated programs. Dismantling the National 
Energy Program, reducing VIA subsidies, and negotiating responsible wage settlements are 
examples of significant measures taken by this government to control expenditures. 


Federal Government Program Spending 
Average Annual Growth (%) 


1969-70 to 1974-75 1974-75 to 1979-80 1979-80 to 1984-85 1984-85 to 1990-91 


In managing its expenditures, the government has broken the strong upward trend in 
spending that had developed in the 1970s and the early 1980s. For the 1990-91 budget year, 
spending on government programs will rise by only 3.0 per cent, well below the rate of 
inflation. Program spending has grown by an average annual rate of 3.6 per cent in the last 
five years, in sharp contrast to the much higher rate of 14.1 per cent in the previous five 
years. The growth in program spending for 1990-91 is largely driven by growth in transfer 
payments to individuals and to other governments. 


In terms of overall fiscal management, the government has significantly altered the 
balance between program expenditures and revenues - the government operating balance. In 
1984-85, the government inherited an operating deficit of $16 billion. Through a concerted 
effort of expenditure control and restraint, the government has turned this operating deficit 
into an operating surplus of $9 billion in 1989-90, and an expected surplus of $12.6 billion 
for 1990-91. 


Federal Government Revenues 
Less Program Spending 
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Operating Surplus 
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Managing Operations 


The government’s agenda for managing its operations has been developed with equal vigour. 
Since 1984-85, improved management has been directed along five main avenues: 


e Restraining the cost of operations; 

e Improving management practices; 

e Finding better ways to deliver programs; 

e Stressing results-oriented management; and 
e Building a revitalized Public Service. 


1. Restraining the cost of operations 


Since 1984 the government has maintained steady downward pressure on departmental 
operating budgets. No adjustment for inflation has been made to most departments’ 
non-salary operating and maintenance budgets for the last five years, which means a cut in 
real purchasing power of about 20 per cent. 


Across-the-board base cuts have been made to departmental operating budgets as 
well as specific cuts in advertising, information services, and travel. Contingency reserves 
available in the government’s overall expenditure plan have been severely restricted to 
compel departments to live within allocated budgets. 


The government’s containment efforts have brought about a decline in operating 
costs relative to both total and program spending. Although new programs have been 
introduced to meet emerging priorities, overall operating and capital spending has declined 
in real terms over this period. 


The government will continue to tightly control growth in its operating budget. This 
fiscal discipline will be maintained until 1994-95. The only exceptions will be, as in the 
past, for needs related to the priorities of health, safety and security, and to meet ongoing 
commitments in key programs such as aboriginal, health and veterans’ services. Most 
departments, consequently, will have to continue to operate with zero growth in their 
non-salary operating budgets. While this policy has required some rationalization of services, 
it has also prompted managers to find innovative ways of delivering their programs more 
efficiently and to better manage the available resources. 


Public Service wage settlements have reflected the government’s commitment to 
being responsible to taxpayers while being fair to employees. Over the last five years, wage 
settlements for the federal Public Service were lower than those of the private sector and 
provincial administrations and below the rate of inflation. 
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Effective Wage Settlements 


Annual Average Percent Increase 
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Provincial Administration. 
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2. Improved management practices 


The government has introduced a more businesslike and frugal approach to its operations. It 
has implemented measures to realize cost-savings and to improve the efficiency and 
effectiveness of its operations. Ten areas have been key: 


e Managing cash 


Since 1985, better cash management practices have saved taxpayers $941 million 
- exceeding the savings target of $873 million set in the 1986 Budget. Examples 
include elimination of non-interest bearing bank accounts, use of credit cards and 
travellers cheques, payment of bills on due date and accelerated remittance of 
taxes owing. 


e Managing landholdings 


Reforms have focused on releasing for sale those lands no longer being used for 
the delivery of programs. Land disposals since 1985 have totalled $400 million. 
Further, the government has increased its use of combined public-private sector 
ventures to assist in delivering federal programs. Two examples are the Pearson 
International Airport’s Terminal III and the Canadian Embassy in Tokyo. The 
estimated savings on this last transaction are $190 million. 
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e Managing assets 


The management of government assets has improved. Departments are being given 
greater authority, for low-dollar purchases, to buy directly rather than through 
the Department of Supply and Services Canada. Increasing the dollar value limit 
of departments’ direct buying authority will reduce the extent to which the 
supply and services central purchasing system is overburdened with contracts of 
small dollar value. The new approach will cut paperwork and expedite the 
procurement process. Further, the Department has sought bids from suppliers for 
Master Standing Offer agreements for computer keyboards, micro-computers, 
printers, photocopiers and maintenance agreements. These agreements have saved 
$125 million over the last two years, while greatly streamlining the purchasing 
process for government departments. 


e Implementing cost recovery 


The government is recovering a greater portion of the costs of services it provides 
to specific users. Even with these increases, most services will still recover only a 
percentage of their costs, but the cost will be more equitably balanced between 
the specific beneficiaries of services and the general taxpayer. In 1990-91, 
external user fees are expected to generate some $3 billion in revenues, almost 
double the $1.6 billion generated in 1984-85. 


e Improving organizational practices 


Improvements in organizational, administrative and general management practices 
have been introduced. National Health and Welfare, through consolidation of 
administrative functions, cut its overhead by approximately 10 per cent. Veterans 
Affairs integrated the offices of the department, Veterans Land Administration and 
the Canada Pension Commission in 32 districts to form one-stop shopping for 
veterans. Statistics Canada developed standardized statistical methodologies and 
refined methods of dealing with statistical data, yielding cost savings and 
reducing the reporting burden on business by 60 per cent. 


e Reducing paperburden 


The government has relieved small businesses of the heavy paperburden imposed 
on them in accessing government services and programs. Forms have been 
simplified and requirements significantly streamlined. For example, Statistics 
Canada has eased the paperburden for small businesses by shifting from special 
surveys to tax data. Internally, the government has reduced reporting 
requirements to the minimum necessary to ensure that departments are 
accountable. 
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e Investing in automation 


Departments achieved productivity gains and improved service to the public 
through investment in technology improvements. The new ‘‘Win Exports’’ 
computer system at the Department of External Affairs provides for a match 
between export opportunities and over 24,000 Canadian companies. New programs 
such as ‘‘New Exporters to Border States’’ have assisted several thousand 
Canadian companies in getting a foothold in U.S. markets. In response to a 
growing enquiry workload from family allowance and pension recipients, National 
Health and Welfare introduced new telephone switching equipment which 
permitted staff to handle more calls. It has also introduced toll-free service for 
recipients outside the major metropolitan areas. 


Streamlining regulations 


The regulatory burden facing individuals and businesses has been reduced. 
Cellular phone users no longer require an. individual radio licence and the 
government has recently proposed to eliminate licences for CB radio. Individual 
registration of feeds and fertilizers has been eliminated to allow industry to 
respond to farmers’ needs more quickly. Regulation of the food industry has been 
the subject of many improvements, for instance, the replacement of the confusing 
grades for frozen foods of ‘‘Fancy’’, ‘‘Choice’’ and ‘‘Standard’’ with easily 
understandable grades A, B and C. Reforms to the regulatory process have 
contributed to a significant decline in the numbers of regulations approved by the 
federal government since 1986 (1,140 in 1986; 731 in 1987; 653 in 1988; and 
585 in 1989). 


Using environmentally-smart management practices 


Public servants in Ottawa will be provided with special baskets to recycle waste 
paper. This will reduce paper waste volume by 40 per cent, and lead to reduced 
garbage collection costs, while helping to protect the environment. 


Managing Crown corporations 


A new management regime for Crown corporations, balancing improved 
accountability with increased flexibility to operate, has produced results in two 
ways. The financial health of many Crown corporations has substantially 
improved. Canadian National (CN), for instance, reduced its long-term debt from 
$3.5 billion in 1986 to under $2 billion in 1989. Productivity improvements and 
other measures at Canada Post helped it move from an operating loss of 

$395 million in 1984-85 to a $96-million profit in 1988-89. Further, the 
operations of many Crown corporations have been streamlined. Since 1984, the 
number of employees in Crown corporations has been reduced by 75,000, in large 
part through productivity gains. 


The government has continued to divest itself of corporate assets where 
government ownership is no longer required to meet public policy objectives. 
Divested corporations are faring well - Canadair, for instance, continues to thrive 
as a world-class executive and commercial jet manufacturer under Bombardier. In 
total, 18 corporations have been sold and 8 others dissolved. 


3. Delivering programs differently 


The government has developed innovative ways to better deliver its programs, using the 
efforts and ideas of Canadian individuals and groups and by the use of alternative 
organizational arrangements. 


e Looking to the private sector 


The government entered into a contract with the private sector to administer 
Public Service travel arrangements, saving approximately $4 million on 
government travel last year by reducing the cost of tickets and receipt of a 
percentage fee by the government. Further savings totalling $23 million were 
achieved through negotiations for reduced airfare rates for government travel. 
Veterans Affairs recently entered into an agreement with Blue Cross Canada that 
provides eligible veterans to be issued a ‘‘health care card’’ to purchase benefits 
such as medical and dental services, nursing services and medical supplies. 


e Participative government 


Many of the programs or activities delivered by the federal government in the 
national interest are community in nature, critical to the local economy or of 
special interest or directed to specific groups. The Department of Fisheries and 
Oceans has introduced a program of leasing small fishing harbours to local fishing 
harbour authorities, who will now be responsible for minor repairs (up to 
$15,000) and maintenance, but, in turn, are free to set their own fees and 
establish their own priorities. Further, many Canadians have a special interest in 
specific activities and the government encourages them to get involved. RCMP 
veterans are volunteering their time as guides and receptionists for the Museums 
and to assist children and the aged in preventative policing activities. In 1988-89, 
4,000 volunteers contributed 95,000 hours of assistance in national and historic 
parks. 
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e Special Operating Agencies 


The government is developing new ways to deliver services more cost-effectively. 
Special Operating Agencies are units within departments which will be given 
greater latitude in their day-to-day operations. Improved performance will be 
made possible through setting demanding targets for improvement, developing 
better performance measurement techniques, applying and adapting the best 
private and public sector management practices, and delegating appropriate 
responsibility for operational actions to managers. Pilot agencies will be 
established with two units in Supply and Services Canada (Communications 
Services, along with Audit and Management Services), the Government 
Telecommunications Agency, the Passport Office, and Public Service staff training. 


4, Results-oriented management 


In 1986, the government introduced Increased Ministerial Authority and Accountability 
(IMAA) to change the management culture of the Public Service. IMAA places greater 
emphasis on the achievement of results, while giving Ministers and senior managers greater 
flexibility to manage available resources. 


Managers are being provided with new incentives in several areas to manage better: 


¢ Departments are now permitted to reinvest part of the proceeds from increased 
user charges to make necessary improvements to services generating those 
revenues; 


e Departments can carry forward a portion of their operating funds enabling them 
to focus on overall cost-effectiveness and program efficiency rather than on the 
need to spend money at year-end which would otherwise lapse; 


e¢ To help the prompt disposal of surplus assets when it makes best economic sense, 
departments will be able to retain 30 per cent of the selling price of these assets; 
and 


e Departments will be able to retain and redeploy all savings from productivity 
improvements achieved in their operations that result from the use of their 
own funds. 


Focusing on results, rather than process, departments are required to set out their 
own performance targets for delivering their programs, enabling both them and the 
Treasury Board to determine whether they are meeting these targets efficiently and 
effectively over time. 
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5. A revitalized Public Service 


To advance progress in developing a motivated, skilled and productive Public Service for the 
future, the Prime Minister recently announced Public Service 2000. Its aim is to ensure a 
Public Service that provides the best possible service to Canadians and the best value for 
their tax dollars. Renewing the Public Service will require several key challenges to be 
addressed, including the need to simplify the government’s employment and personnel 
management regime, to reduce central administrative controls to permit greater departmental 
flexibility and accountability for results, to clarify the roles of central agencies and of 
systems of personnel and administrative control and to improve efficiency and program 
delivery. 


A more comprehensive review of productive management is provided by Chapter 3 of Part 1 of the 
Main Estimates. 
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The Size of the Public Service 


The 1990-91 Main Estimates person-year level is 227,415. This represents a reduction of 

781 person-years from the previous year’s Main Estimates. This is the fifth straight year that 
the size of the Public Service has been reduced. The government has succeeded in reversing 
the growth trend established in the first half of the ’80s as shown on Chart | and replaced 
it with five consecutive years of decline as shown in Chart 2, reflecting the priority that the 
government has assigned to managing the size of the Public Service. As a result of these 
efforts, the size of the Public Service is at its lowest level in 17 years. 


The 1990-91 Main Estimates conclude the downsizing program. The program was 
implemented in 1985 to avoid a projected growth of 15,000 person-years over the subsequent 
five years and to achieve a reduction of 15,000 by 1990-91. 


In total, the government reduced 23,542 person-years from the Public Service over 
the past five years, almost 10 per cent of 1985-86 person-year levels. At the same time the 
government recognized its responsibility to ensure that programs be delivered in an effective 
manner, to respond to new priorities and to maintain critical levels of health, safety and 
security. As a result, over the past five years, 11,165 incremental person-years were 
approved for such initiatives as improving the immigration processing system. The net result 
is that person-years are 12,377 lower in 1990-91 than in 1985-86. The size of the Public 
Service has decreased by five per cent instead of growing by five per cent as would have 
occurred if the reductions had not been achieved. 


The objective of the downsizing program was accomplished primarily through 
fostering more productive management while ensuring that essential government services 
affecting health, safety and security were maintained. The success of departments in 
maintaining the integrity of government programs and service levels in essential areas is a 
result of Public Service managers implementing these reductions using sound management 
practices. 


The program was carried out in a responsible manner, reflecting the government’s 
commitment to being a good employer. Of the total number of employees affected, 
approximately 1,000 employees have been laid off. Of these, 165 remain on the priority 
staffing list and may yet find employment in the Public Service. The government wanted to 
ensure that every opportunity was available for each affected employee to find alternative 
employment in the Public Service. The government, together with Public Service unions, 
cooperated through the Work Force Adjustment Policy to ensure that those were available. 
The Work Force Adjustment Policy, which serves as the basis for redeploying surplus 
employees, was further strengthened in 1989. Under the new provisions added to the 
agreement, employees are guaranteed up to one year of retraining. The willingness of 
employees to undergo retraining will contribute to their ability to find alternate employment. 
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Chart 1 Chart 2 


Authorized Person-Years Authorized Person-Years 
1980-81 to 1985-86 1985-86 to 1990-91 
249 (Thousands of PYs) ‘ (Thousands of PYs) 


1980-81 1981-82 1982-83 1983-84 198485 1985-86 1985-86 1986-87 1987-88 198889 1989-90 1990-91 


1990-91 Person-Years 


Table 1, on the following page, provides a comparison of person-year levels between 1989-90 
and 1990-91 for all departments and agencies. 
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Person-Years by Department or Agency 
(1989-90 and 1990-91) 


TABLE 1 


Department/Agency 


AGRICULTURE 


ATLANTIC CANADA OPPORTUNITIES AGENCY 


COMMUNICATIONS 
Department 


Canadian Radio-Television and Telecommunications 


Commission 

National Archives of Canada 
National Film Board 
National Library 

National Museums of Canada 


CONSUMER AND CORPORATE AFFAIRS 
Department 

Competition Tribunal 

Copyright Board 

Hazardous Materials Information Commission 
Patented Medicine Prices Review Board 
Procurement Review Board 


EMPLOYMENT AND IMMIGRATION 
Department/Commission 

Immigration and Refugee Board of Canada 
Status of Women - Office of Co-ordinator 


ENERGY, MINES AND RESOURCES 
Department 

Atomic Energy Control Board 
National Energy Board 


ENVIRONMENT 


EXTERNAL AFFAIRS 

Department 

Canadian International Development Agency 
Canadian Secretariat 

International Joint Commission 
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1989-90 
Main Estimates 


11,325 


319 


1990-91 
Main Estimates 


11,222 


319 


Difference 


(103) 


Department/Agency 


FINANCE 

Department 

Canadian International Trade Tribunal 
Privatization & Regulatory Affairs 


FISHERIES AND OCEANS 

FORESTRY 

GOVERNOR GENERAL 

INDIAN AFFAIRS AND NORTHERN DEVELOPMENT 


INDUSTRY, SCIENCE AND TECHNOLOGY 
Department 

Canadian Space Agency 

Investment Canada 

National Research Council of Canada 

Natural Sciences & Engineering Research Council 
Science Council of Canada 

Statistics Canada 


JUSTICE 

Department 

Canadian Human Rights Commission 
Commissioner for Federal Judicial Affairs 
Federal Court of Canada 

Law Reform Commission of Canada 
Information and Privacy Commissioners 
Supreme Court of Canada 

Tax Court of Canada 


LABOUR 
Department 
Canada Labour Relations Board 


NATIONAL DEFENCE 
Department 
Emergency Preparedness Canada 


NATIONAL HEALTH AND WELFARE 
Department 
Medical Research Council 


NATIONAL REVENUE 
Customs and Excise 
Taxation 


1989-90 


Main Estimates 


1990-91 


Main Estimates 


* This figure reflects the reorganization of the Department of Industry, Science & Technology. 


Difference 


168 
1,027 
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Department/Agency 


PRIVY COUNCIL 
Department 
Canadian Intergovernmental Conference Secretariat 
Canadian Transportation Accident Investigation 
& Safety Board 
Chief Electoral Officer 
Economic Council of Canada 
Northern Pipeline Agency 
Public Service Staff Relations Board 


PUBLIC WORKS 


SECRETARY OF STATE 

Department 

Ministry of State (Multiculturalism and Citizenship) 
Public Service Commission 

Social Sciences & Human Research Council 


SOLICITOR GENERAL 

Department 

Correctional Service 

National Parole Board 

Royal Canadian Mounted Police 
RCMP External Review Committee 
RCMP Public Complaints Commission 


SUPPLY AND SERVICES 


TRANSPORT 

Department 

Canadian Aviation Safety Board 

Civil Aviation Tribunal 

Grain Transportation Agency Administrator 
National Transportation Agency 


TREASURY BOARD 

Secretariat 

Comptroller General 

VETERANS AFFAIRS 

WESTERN ECONOMIC DIVERSIFICATION 


Total 
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1989-90 


Main Estimates 


313 
228,196 


1990-91 


Main Estimates 


19,839 


6 
30 
491 


825 

180 
3,700 
313 
227,415 


Difference 


The Expenditure Control Plan 


ae i a 
me 


hy iy: 
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Overview 


The government has established an Expenditure Control Plan to sustain progress on deficit 
reduction and controlling spending, as announced in the February 20, 1990 Budget. 


This report sets out the structure of the Plan, outlines the details of the specific 
initiatives comprising it, and explains how each of the reductions in the Plan relates to this 
year’s Main Estimates. 


The Savings 


The Plan will generate $19.5 billion in new savings over the next five years, when 
combined with the reduction and management measures announced by the President of the 
Treasury Board in December of 1989. 


As a result of the initiatives in this plan, program spending will rise by only 3.0 per 
cent in 1990-91, well below the forecast rate of inflation. 


A Differentiated Approach to Expenditure Control 


The government has adopted an approach to expenditure control which differentiates among 
programs in terms of their respective growth patterns. 


The government has acted in five areas: 


1. Exempting from reduction major federal transfer payments to persons, as well 
as two important transfer payments to the less-advantaged provinces; 


2. Limiting the annual growth rate of key programs; 


3. Freezing several programs to bring their planned growth into line with overall 
affordability; 


4. Reducing or eliminating other programs in recognition of the government’s 
serious fiscal problem; and 


5. Launching new management initiatives to achieve more effective government 
operations. 
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The Elements 


1. Exempting from reduction major federal transfer payments to persons and 
two important transfer payments to the less-advantaged provinces 


The government is exempting major federal programs which provide cash transfers to 
individual Canadians. Old Age Security, the Guaranteed Income Supplement, Family 
Allowances, and Veterans’ pensions and allowances will not be affected by this plan. 


Unemployment Insurance benefits are also being exempted in recognition of the 
importance of these benefits for those Canadians who are unable to find work and the role 
it plays in retraining Canadians to improve their job skills. 


Equalization payments to less wealthy provinces are also being exempted. These 
payments are intended to ensure that all provinces can provide reasonably comparable levels 
of government services at comparable levels of taxation. Transfers to this same group of 
provinces under the Canada Assistance Plan are also being exempted. 


2. Limiting the annual growth rate of key programs for the next two years 


Several priority programs have experienced rapid growth in recent years. Science and 
Technology, Official Development Assistance and Defence are such areas. 


While these remain important, expenditure control requires that constraints be 
applied. Their growth will be limited to a rate of five per cent in each of the next two 
years. Transfer payments to the fiscally stronger provinces under the Canada Assistance Plan 
will be limited to this rate of increase as well. 


Funding for selected Indian and Inuit Programs, another key area, will also be 
limited to an annual increase of five per cent over the next two years. 


Limits on spending for this group of programs will produce savings of $1.51 billion 
over the next five years. 


3. Freezing funding for several programs to bring their growth into line 
with their affordability 


The government has decided to freeze spending on a number of programs for which 
continued funding increases at historical rates cannot be justified in a period of restraint. 
Savings in this category are anticipated at $7.57 billion. 
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Three areas are affected: 


© Certain transfers and funding for the provinces will be frozen at current levels. 
Established Program Financing transfers have in recent years been growing at 
rates well in excess of five per cent. The per capita value of these transfers will 
be limited to their 1989-90 level for the next two years. Financial assistance will 
grow with the population increase of each province, or about one per cent 
nationally. Transfers to the provinces for the Public Utility Income Tax will be 
frozen. Savings for this category are estimated at $7.41 billion over the next five 
years. 


e Capital and operating subsidies for certain Crown corporations are being frozen. 
The government’s contribution to CBC’s capital budget will be reduced from 
planned levels in 1990-91 and 1991-92. The Canada Film Development 
Corporation’s budget will be held to its 1989-90 level. Freezing the operating 
subsidy of Marine Atlantic will require the delivery of ferry services in a more 
cost-effective manner. Savings for these corporations are expected to total 
$57.8 million. 


e Budgetary funding for the Export Development Corporation (EDC) will be frozen 
at the 1989-90 level. Holding concessional lending to current levels will still 
allow the EDC to finance many important export opportunities. At the same time, 
freezing these levels will signal to other nations that reliance on concessional 
loans as a competitive tool for winning contracts should be lessened. Estimated 
savings are $75 million over the next two years. 


4. Reducing or eliminating entirely several other programs and projects 
in recognition of the government’s serious fiscal problem 


The government is moving to cut or significantly curtail those programs where increased 
government assistance cannot be justified in a time of serious restraint. Estimated savings 
for this group of programs are $2.14 billion over the next five years. 


Three classes of programs are affected: 


e Reductions to areas where improved self-reliance is necessary 


Grants and contributions (G&Cs) to certain voluntary groups are being 
constrained. G&C spending involves funding for highly diverse projects and 
sustaining support for a vast array of groups and organizations. The government 
has decided to reduce funding for the G&C budgets of the Department of the 
Secretary of State, Multiculturalism and Citizenship Canada, and Health and 
Welfare Canada. Expected savings total $157 million for the five-year period. 
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Expenditures under the Small Craft Harbours program will be reduced through a 
reduction in the scale of new projects in 1990-91 and by seeking alternative 
management and operating arrangements for recreational harbours in subsequent 
years. Savings are estimated at $29 million for the next five years. 


e Eliminating programs and projects involving industry-targeted assistance 


Energy subsidies and assistance are being reduced in recognition of the fact that 
the government’s market-oriented policies necessitate less industry-targeted 
assistance and their cost cannot be justified in a time of serious restraint. The 
Canadian Exploration Incentives Program, the only remaining subsidy to business 
which is demand-driven and open-ended, was cancelled on Budget night. The 
government has also withdrawn its offer of assistance to the sponsors of OSLO, a 
project to develop tar sand deposits. Expected savings for this category for the 
next five years will total $1.41 billion. 


The government is not proceeding with a high-cost capital project, the Polar 8 
icebreaker. Changes in the world political scene since 1985 when the project was 
announced will allow Canada to rely more on international law and other 
arrangements, rather than direct control measures, to assert its sovereignty in the 
Arctic. The project’s original estimated cost was $565 million; current estimates 
indicate the project’s cost could escalate beyond $680 million. $373 million 
already set aside for the project will be saved, along with $178 million earmarked 
in the Defence budget. 


e Curtailing new commitments 


New spending commitments in social housing will be lower than previously 
planned, while still ensuring continued support for existing social housing 
commitments. Savings of $165 million over the next five years are anticipated. 


5. Launching a new set of management initiatives. 


The government is continuing to manage its own operations closely in an ongoing attempt to 
make the most productive use of its resources. The December 15, 1989 announcement by 
the President of the Treasury Board included a number of measures to ensure that the 
taxpayer receives good value for the tax dollar. Measures contained in this expenditure 
control plan reinforce and extend these initiatives. Savings in this area are expected to 
produce $2.87 billion over the next five years. 
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New management initiatives comprise: 


e New policy for grants to business 


Starting with applications received after midnight, February 19, 1990, the 
government has decided to institute a more businesslike approach to its business 
assistance programming. In particular, subject to limited defined exemptions, the 
government will require that large contributions to profit-seeking enterprises for 
commercial projects be repaid. The policy will establish rigorous guidelines to 
govern the repayment terms. This initiative represents a major shift in the 
government’s approach to business assistance. This change will entrench the 
concept of risk/reward sharing and will focus the government’s efforts on 
investing in economic development rather than on the straight subsidization of the 
private sector. 


e Capping departmental operating budgets 


The government will be extending the two-per-cent cap on the growth of the 
non-salary operating budgets of most departments for two years beyond 1992-93. 
This action will require departments to strive to achieve maximum efficiencies in 
their operations. By restricting annual compensation to those departments with 
unavoidable cost increases and to the highest priority areas including health, 
safety and security, most departments will have to manage their non-salary 
operations with 20 per cent less purchasing power over the next five years. New 
savings of $450 million will result. 


¢ Crown corporations as investments 


Profitable Crown corporations will be expected to make a contribution to deficit 
reduction through payment of dividends to the government. This practice 
reinforces the government’s determination to treat its equity in commercially 
competitive corporations as an investment. Dividend payments over five years are 
estimated to generate more than $400 million in revenues. 


e Cash management 


As further improved cash management, the Bank of Canada will be accelerating 
remittance of its earnings on investments. Additional resources have been 
approved to enable Revenue Canada, Taxation to improve debt collection and 
enhance the level of its audit coverage and enforcement activities. In addition, 
Canada Ports Corporation and seven Local Port Corporations are being directed to 
make a cash payment of $100 million from their reserves which are currently in 
excess of short-term needs. Total revenues from these initiatives will total 

$1.74 billion during the next five years. 
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e Continuing privatization 


The government will continue to divest itself of corporate assets where 
government ownership is no longer required. The government has decided to sell 
its shareholding in Telesat Canada in addition to former AECL divisions Nordion 
International Inc. and Theratronics International Ltd. 


e Rationalizing corporations and agencies 


Three Crown corporations will be wound up as they are no longer required and 
their functions will be transferred to other federal entities: 


e Canadian Livestock Feed Board; 
e Canadian Patents and Development Limited; 


e Canada Harbour Place Corporation. 


Further, the government will not proceed with the creation of the Postal Services 
Review Board and will discontinue the interim Postal Services Review Committee. 


Review of the Expenditure Budget 


The government has examined all areas of its spending in establishing the Expenditure 
Control Plan. The Plan directly controls 60 per cent of government program spending. The 
remaining 40 per cent of program spending will be lower in aggregate in 1990-91 than it is 
this year. While they are declining overall, the government will continue to examine these 
programs on an ongoing basis to ensure their cost-effectiveness. 


Relation of Expenditure Reduction Initiatives to the Main Estimates 


All of the specific spending measures announced in the Budget, except those needing 
legislation, are reflected in the Main Estimates. 


Those not reflected in the Main Estimates are: 


e the five-per-cent growth limit on funding to the non-equalization receiving 
provinces under the Canada Assistance Plan (CAP); 


e the freeze on per capita transfers to the provinces under the Established Programs 
Financing (EPF) program; 
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e¢ modifications to the Public Utility Tax Transfer Act (PUITTA); 
e cessation of the Canadian Exploration Incentive Program (CEIP); and 


e the winding-up of the Canadian Livestock Feed Board, Canadian Patents and 
Development Limited, and Canada Harbour Place Corporation. 


This reflects the longstanding practice of ensuring that Estimates do not anticipate 
legislation to be passed by Parliament. 


Two other types of measures contained in the Expenditure Control Plan are reflected 
in the government’s fiscal plan, but not in the Main Estimates: 


e reductions made to the OSLO project and the Polar 8 icebreaker are being made 
against reserves set aside in the expenditure framework; and 


e revenue items in the Plan, including Crown corporation privatization and 


rationalization proceeds, cash management savings, and Crown corporation 
dividend payments are reflected in the revenue component of the fiscal plan. 


33 


TABLE I 


The Expenditure Control Plan 


Ill 
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1990-91 


1991-92 


Five-Year 


Savings 


Key Exempt Programs 


Old Age Security/Guaranteed Income Supplement 
Family Allowances 

Veterans’ Pensions and Allowances 
Unemployment Insurance Benefits 

Equalization 

Canada Assistance Plan (for provinces receiving 
equalization) 


Programs Constrained to Five-Per-Cent Growth 


e Science and Technology Grants and 
Contributions 

e Indian Affairs Selected Grants & Contributions 

¢ Canada Assistance Plan* (for provinces not 
receiving equalization) 

e Defence 

Official Development Assistance 


Sub-total 


Programs Frozen 


Established Programs Financing* 

Public Utilities Income Tax Transfer* 
CBC Capital 

Canadian Film Development Corporation 
Export Development Corporation 

Marine Atlantic 


Sub-total 


Savings ($ millions) 


38.0 1.0 39.0 
50.0 50.0 100.0 
75.0 80.0 155.0 
210.0 270.0 658.0 
116.0 190.0 558.0 
489.0 591.0 1,510.0 
869.0 1,541.0 7,364.0 
16.0 34.0 50.0 
5.0 15.0 20.0 
6.4 7.4 13.8 
25.0 50.0 100.0 
4.0) 5.0 24.0 
925.4 1,652.4 7,571.8 


IV Programs Reduced 


e Reduction in Grants and Contributions 
e Secretary of State 
e Multiculturalism and Citizenship 
e Health and Welfare 
e Small Craft Harbours 
¢ Canada Mortgage and Housing Corporation Social 
Housing 


Sub-total 


V__Programs/Projects Eliminated 


e Canadian Exploration Incentives Program* 
¢ OSLO Oil Sands Project** 
e Polar 8 Icebreaker** 


Sub-total 


VI Management Measures 


e¢ Crown Corporation & Agency initiatives 
e Privatization 
e Dividends 
e Ports Canada 
e Rationalization: 
Postal Services Review Committee, 
Canadian Livestock Feed Board’*, 
Canadian Patents and Development Limited’, 
and Canada Harbour Place Corporation* 
e Cash Management 
e Accounts Receivable - Taxation 
e Bank of Canada 
e Extension of two-per-cent Cap on Non-salary 
O&M Budgets 
e Veterans Affairs 


Sub-total 
Associated Savings in Public Debt Charges 
Expenditure Control Plan Savings 


December 1989 Expenditure Reductions and 
Management Improvements 


Total 


1990-91 


1991-92 


Five-Year 


Savings 


Savings ($ millions) 


one > 


400.6 


167.0 
400.0 


iver 
979.3 


200.0 
2,782.4 


246.1 
3,027.9 


— 


— 
Odo — OO 


oNEK > 


35.0 
74.7 


125.0 
46.0 
62.0 


233.0 


124.7 


450.2 
3,779.6 


* Not reflected in Main Estimates pending Parliament’s approval of legislation. 


** Savings in reserves previously set aside in the fiscal plan. 


92.0 
20.5 
43.7 
29.0 
165.0 


350.2 


811.0 
602.0 
373.0 


1,786.0 


678.8 


1,237.0 
400.0 


450.0 
106.1 


2,871.9 


2,600.0 
16,689.9 


2,805.6 
19,495.5 
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TABLE II 


Expenditure Reduction and Management Improvement Measures 
Announced December 15, 1989 


1990-91 


1991-92 


Expenditure Reductions 


e Extend two-per-cent Cap on Non-salary 0&M 
budgets 

e Reduce National Capital Commission budget 

Freeze on major projects in the National 

Capital Region 

Sale of two Challenger Aircraft from Executive 

Fleet, operating savings 

External Affairs budget reductions 

e Canada Mortgage and Housing Corporation, 
administrative budget reductions 


Sub-total 


Improvements in Management Efficiency 


e Carry-forward of Operating Funds 

e Disposal of Surplus Assets 

e Direct deposit, paper save, increased 
delegation and more efficient inventory 
management 


Sub-total 


Improvements in Government Operations 


e Cost recovery and user-fee initiatives 

Canada Student Loan - administration 
Immigration and Visa Service cost recovery 
Additional cost recovery - Parks 

Spectrum management and land sale revenues 
Postal subsidy phaseout 


Sub-total 


Total 


Savings ($ millions) 


Five-Year 
Savings 


150.0 1,050.0 

8.0 8.0 40.0 
Onc 48.6 55.3 
4.7 4.7 23.5 
10.0 15.0 95.0 
3.0 3.5 17.0 
32.4 229.8 1,280.8 
180.0 - 180.0 
3.0 5.0 38.0 
0.3 2.3 53.3 
183.3 7.3 271.3 
5 50.0 410.0 

- 61.0 244.0 
25.0 50.0 300.0 
1.3 1.3 13.7 
4.} 18.5 59.7 
0.0 32.3 226.1 
30.4 213.1 1,253.5 
246.1 450.2 2,805.6 
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A. Programs Constrained to Five-Per-Cent Growth 


Science and Technology Grants and Contributions 


The growth in spending on selected Science and Technology grants and contributions, will 
be limited in aggregate, to five per cent in each of 1990-91 and 1991-92 to yield savings of 
$38 million and $1 million, respectively. 


The following specific programs are covered by this measure: 

e Defence Industry Productivity Program (DIPP) 

e New S&T Programs within Industry, Science and Technology Canada 
e Canada Scholarships Program 

e Networks of Centres of Excellence 

e National Research Council (non-space grants and contributions) 

e Space Plan grants and contributions 


The funding reductions in 1990-91 and 1991-92 will result in the full 
implementation of some planned program initiatives being stretched out over a longer period 
than originally planned. 


Science and Technology has been a major government priority since 1984. More 
recently, several new programs have been announced and put in place, with funding coming 
from the $1.3 billion S&T Fund announced by the Prime Minister in January 1988 
(e.g., Canada Scholarships, Networks of Centres of Excellence, new ISTC industrial S&T 
programs such as Strategic Technologies and Sector Campaigns). 


It is anticipated that the new S&T industrial programming, where the uptake 
associated with these innovative initiatives has been slower than anticipated, would generate 
all of the targeted savings in 1990-91 and 1991-92. Several of the newer S&T initiatives 
such as the Canada Scholarships and Centres of Excellence will be approaching full 
implementation in 1990-91. Other grants and contributions such as DIPP, NRC and Space 
Plan are already forecast to remain stable or decline over the next two years. 
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The pace of implementation of the Strategic Technologies and Sector Campaigns 
programs has been slower than initially anticipated given the innovative nature of the 
programming and because of the necessity to build effective university-private sector- 
government linkages to enhance their effectiveness. As a consequence, available funding 
will remain sufficient to permit priority programs and initiatives to proceed. 


Funding for the granting councils is not affected by this measure. 


Indian Affairs - Grants and Contributions 


Native programs have been one of the fastest growing areas of government spending over the 
past decade, reflecting an increasing Indian population and the government’s concern about 
the social, economic, and health conditions facing status Indians. This measure protects 
essential programming in areas of education, health, social services and comprehensive 
claims programming, and limits growth in the range of five per cent per annum in the 
funding of the remainder to produce savings of $50 million in each of 1990-91 and 1991-92. 


Spending by Indian Affairs and Northern Development on Canada’s Indian and Inuit 
programs has grown from $1,505 million in 1985-86 to $2,256 million in 1989-90. It will 
grow a further 8.1 per cent, to $2,438 million in 1990-91, after taking account of this 
budget measure. 


Indian and Inuit Affairs Program 
1989-90 1990-91 


($ millions) 


Previously approved program expenditures 2,256 2,488 
Budget reductions ~ (50) 
Revised Program expenditures 2,256 2,438 
Increase (%) 8.1 
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Canada Assistance Plan 


This measure will limit federal contributions to the fiscally stronger provinces under the 
Canada Assistance Plan (CAP) in respect to 1990-91 and 1991-92 to a maximum annual rate 
of growth of five per cent. It is estimated that this initiative will produce savings of 

$75 million in 1990-91 and $80 million in 1991-92. 


The affected provinces are those not receiving equalization payments - Ontario, 
Alberta and British Columbia - because of their superior fiscal capacity. The five per cent 
ceiling would apply to each of those three provinces starting April 1, 1990, for two years. 


Other provinces - those receiving federal equalization payments - will be exempt 
from this ceiling on growth. They will continue to have open-ended access to federal dollars 
to meet any growth in expenditures eligible for cost-sharing under CAP. 


Defence 


Defence funding levels, exclusive of statutory payments, will be limited to five-per-cent 
nominal growth in 1990-91 and 1991-92. This will entail reductions of $210 million in 
1990-91 and $270 million in 1991-92 from the previously authorized levels. These reductions 
are in addition to those announced in the April 1989 Budget of $2.74 billion over five 
years. There will continue to be year-over-year increases of $565 million in 1990-91, and 
$590 million in 1991-92 in Defence expenditures reflecting the high priority that the 
government has accorded to refurbishing Canada’s defence capabilities. The Main Estimates 
reflect the adjustments for 1990-91. 


The Department of National Defence is currently conducting a review of Defence 
policy and programs necessitated by those reductions announced in the April 1989 Budget. 
That review will continue, taking into account the reductions announced in this week’s 
Budget. The specific impact of these cuts will be announced either during or at the end of 
that review process. 


While the additional reductions from previously planned levels will have some 


implications for capital programming and operational levels, they will not lead to additional 
base closures. 
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Defence 


1989-90 1990-91 1991-92 


($ millions) 


Previously approved funding levels 10,485 11,219 11,830 
Budget reductions = (210) (270) 
Revised funding levels 10,485 11,009 11,560 
% Increase - 5% 5% 
Statutory expenditures (estimated)* 955 996 1,035 
Total planned expenditures 11,440 12,005 12,595 


Total savings for the period 1990-91 to 1994-95 are $658 million and include the savings resulting from 
the cancellation of the Polar 8 Icebreaker project, to which Defence was to have contributed 
$178 million. 


* Statutory Expenditures comprise mainly Military Pensions and contributions to civilian employee 
benefit plans. 


Official Development Assistance (ODA) 


Growth in ODA budgetary expenditures will be limited to five per cent for 1990-91 and 
1991-92. This will produce savings of $116 million in 1990-91 and $190 million in 1991-92. 
These reductions are in addition to those announced in the April 1989 Budget. The Main 
Estimates incorporate the savings for 1990-91. 


Given the size and projected growth of this program, a significant contribution to 


deficit reduction is warranted. It has been decided to include ODA budgetary expenditures 
among those few programs which will be allowed five-per-cent growth. 
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Growth in the share of GNP devoted to ODA remains an important government policy 
objective, and every effort will be made to ensure that it continues. The commitment of the 
government in the last Budget (April 1989) to achieve an ODA to GNP ratio of 0.47 per cent 
in 1994-95 will be maintained, although growth to that level may be more gradual than 
originally forecast. 


The reduction in budgetary cash for 1990-91 is spread widely across all ODA 
programs; the existing aid strategy as announced in the government policy paper ‘‘Sharing 
Our Future’’ will be adhered to as nearly as possible. 


It should be noted that the government committed itself in December 1989 to a 
review of the Decentralization program with a view to streamlining aid delivery. Any funds 
saved through this exercise will relieve pressures on other aid programs to meet the required 
budgetary cash savings. 


Official Development Assistance 


1989-90 1990-91 1991-92 


($ millions) 


Previously approved ODA budgetary expenditures 2,443 2,681 2,883 
Budget reduction - (116) (190) 
Revised ODA budgetary expenditures 2,443 2,565 2,693 
% Increase - 5% 5% 
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B. Programs Frozen 


Established Programs Financing (EPF) 


For 1990-91 and 1991-92, the per capita EPF transfers to the provinces and territories will 
be held to the 1989-90 level. This. will allow financial assistance to grow with the 
population increase of each province, or about one per cent nationally. As a result of this 
measure federal expenditures will be reduced by $869 million and $1,541 million in 1990-91 
and 1991-92 respectively. In 1992-93, EPF growth will resume at the rate of growth of GNP 
less three percentage points, consistent with the announcement in the 1989 Budget. The 
growth of the total EPF transfer beginning in 1992-93 will not fall below the rate 

of inflation. 


Under Established Programs Financing (EPF) the federal government provides equal 
per capita financial assistance to provinces through the transfer of tax points and cash 
payments. Historically, these transfers were undertaken to assist provinces in carrying out 
their responsibilities with respect to health care and post-secondary education. Since 1977, 
provinces have been able to use these transfers according to their particular priorities, 
rather than in the more restricted fashion required by the previous cost-sharing 
arrangements. These transfers are the largest single form of federal assistance to the 
provinces. They have been growing on average in excess of six per cent and will total about 
$20 billion this year. 


While total EPF transfers will continue to grow, cash payments will decline by about 
seven per cent in aggregate in 1990-91 and by about a further three per cent in 1991-92. 
This reflects the fact that the value of the tax transfer is growing more rapidly than the 
total entitlements. 


The lower income provinces will continue to receive equalization transfers to assist 
them to provide reasonably comparable levels of public services including services in the 
area of health and post-secondary education. Equalization transfers have grown from $5.4 
billion in 1984-85 to an estimated $8.2 billion in 1990-91 - an increase of over 50 per cent. 


The savings of $869 million in 1990-91 and $1,541 million in 1991-92 are not 


reflected in the Main Estimates because of the requirement for legislation before they can be 
included in Estimates. 


42 


Established Programs Financing 


Previously forecast expenditures 
Budget reductions 

Revised expenditure forecast 
Decrease (%) 

Tax transfer 


Increase (% ) 


1989-90 


10,568 


1990-91 1991-92 
($ millions) 

9,086 9,531 
(869) (1,541) 
8,217 7,990 
6.9 2.8 
11,309 12,234 
7.0 8.2 


Public Utilities Income Tax Transfer 


Transfers under this program will be frozen in fiscal years 1990-91 and 1991-92 at the level 
of the transfer in 1989-90. This will reduce PUITTA expenditures by $16 million in 1990-91 
and $34 million in 1991-92 compared to current projections. 


The Public Utilities Income Tax Transfer Act (PUITTA) provides for the transfer to 
the provinces of 95 per cent of the federal income tax collected from certain privately 


owned electric and gas utilities. 


Canadian Broadcasting Corporation 


The federal government’s contribution to CBC’s previously planned capital budget is being 


reduced by $5 million in 1990-91, and $15 million in 1991-92. 
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Canadian Broadcasting Corporation 


1989-90 1990-91 1991-92 


($ millions) 


Previously approved capital funding 118.5 12282 145.4 
Budget reduction 0.0 (5.0) (15.0) 
Revised capital funding 118.5 eZ 130.4 


Canadian Film Development Corporation (Telefilm Canada) 
The budget of the Canadian Film Development Corporation will be frozen for two years at 


its 1989-90 expenditure level of $145.6 million. This will generate savings of $6.4 million 
in 1990-91, and $7.4 million in 1991-92. 


Telefilm Canada 


1989-90 1990-91 1991-92 


($ millions) 


Previously approved funding levels 145.6 152.0 153.0 
Budget reduction 0.0 (6.4) (7.4) 
Revised funding levels 145.6 145.6 145.6 
Increase (% ) 0 0 
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Export Development Corporation 


The Export Development Corporation (EDC) provides insurance, loans and guarantees in 
support of Canadian exports. In addition to its corporate activities, EDC administers export 
insurance and financing on behalf of the Canadian government in support of export 
transactions considered to be in the national interest, but which involve credit risks or 
interest rate concessions that the Corporation would not normally undertake. As the 
Corporation administers this ‘Canada Account’ for the government, all required funding is 
provided by budgetary or non-budgetary appropriations. 


Current plans call for EDC budgetary funding levels of $210 million in 1990-91 and 
$235 million in 1991-92. Under this initiative, these budgetary outlays will be held at the 
1989-90 level of $185 million for the next two years - a total reduction of $75 million. 


Canada will continue international negotiations for the eventual reduction or 
elimination of the use of concessional financing to win contracts by exporting nations. This 
initiative sends a clear signal to other exporting nations that the government is willing to 
put into action its belief that the use of concessional loans as a competitive tool for winning 
contracts should be reduced. 


While the government intends to honour its existing commitments to Canada’s 
exporters, limited flexibility exists to undertake new concessional financings. Therefore, it is 
expected that exporters will focus their marketing efforts in areas which do not require 
concessional loan support. 


Export Development Corporation 


1989-90 1990-91 1991-92 


($ millions) 


Previously approved funding levels 185 210 235 
Budget reduction = (25) (50) 
Revised funding levels 185 185 185 


Marine Atlantic Inc. 


The operating subsidy provided by the federal government to Marine Atlantic will be frozen 
at the 1989-90 level of $120 million. The annual subsidy was forecast to rise by $4 million 
and $5 million respectively over the next two years. This measure is estimated to save $24 
million over the next five years. 


Marine Atlantic provides ferry services in Atlantic Canada. Its annual cash operating 
expenses are about $190 million. Cost recovery presently yields revenues of approximately 
$70 million, or 37 per cent of operating costs. The remaining costs ($120 million) are 
funded through a Transport Canada operating subsidy. In addition, capital expenditures, 
anticipated to be $15-25 million for each of the next three years, are fully funded by the 
government. 


Although the company has continually improved productivity since its creation, 
further measures are needed to improve cost recovery. A freeze on the operating subsidy 
payments means that the company will have to offset cost increases equal to about two per 
cent of its annual expenditures. Marine Atlantic will achieve the necessary savings through 
improvements in efficiency, minor service adjustments, and selected fare increases. Any fare 
increases will need to be examined in light of other economic developments in Atlantic 
Canada. 


The freeze will require Marine Atlantic to continue to deliver ferry services in a 
more cost-effective manner. The actions to be taken should include the adjustment of rates 
that provide an unreasonably high subsidy. Service adjustments should result in improved 
scheduling and vessel utilization. A review of costs should lead to avoidance of any 
unnecessary overheads. In this way, the company will contribute to deficit reduction by 
meeting its objectives of limiting reliance on government funding and providing a much 
needed service. 
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C. Programs Reduced 


Secretary of State, Multiculturalism 
and Citizenship Grants and Contributions 


Grant and Contribution funding for the Department of the Secretary of State and 


Multiculturalism and Citizenship Canada is being reduced on an ongoing basis by 
$22.5 million from presently approved funding levels as follows: 


Ongoing Reductions 


($ millions) 


Secretary of State 18.4 
Multiculturalism 4.1 
ees 


For Secretary of State, 1990-91 total Grants and Contributions (excluding statutory 
items) will be reduced to $364.5 million compared to the 1989-90 level of $372.1 million. 
For Multiculturalism, 1990-91 total Grants and Contributions will be $77 million compared 
to $81.1 million in 1989-90. Reductions will be made in aboriginal, multicultural, women’s, 
Open House Canada and Canadian anniversaries programs. 


Secretary of State, Multiculturalism and Citizenship Grants and Contributions 


1989-90 1990-91 1991-92 


($ millions) 


Previously approved funding 453.2 464.0 465.7 
Budget reduction 0.0 (22.5) (22.5) 
Revised funding levels 453.2 441.5 443.2 
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National Health and Welfare 
Grants and Contributions 


The planned levels of selected Department of National Health and Welfare’s Grants and 
Contributions (G&C) budgets are being reduced to produce savings of $12.2 million in 
1990-91 and $43.7 million over five years. 


Small Craft Harbours 


Federal support to recreational small craft harbours is being reduced by $29 million over five 
years - $4 million in 1990-91, $5 million in each of the years 1991-92, 1992-93 and 
1993-94 and $10 million in 1994-95. The number of the new projects to be approved in 
1990-91 is being reduced for a one-time saving of $4 million. Over the longer term, the 
government intends to implement other alternatives for managing and operating certain 
existing harbours with emphasis on community involvement. The longer term strategy 
anticipates that the local management of recreational harbours will make the operations of 
these facilities more responsive to the valid needs of users. 


The reduction in 1990-91 involves funds which have not yet been allocated to any 
particular project. 


Canada Mortgage and Housing Corporation - 
Social Housing 


For the next two years, federal expenditures on new social housing commitments will be 
reduced from planned levels by 15 per cent. Total federal expenditures on social housing 
(approximately $1.7 billion in 1989-90) will continue to grow in each of the next two years 
(see table next page). Savings achieved in 1990-91 and 1991-92 will total $51 million - 
$16 million and $35 million respectively. Cumulative savings over the five years ending in 
1994-95 will amount to $165 million. 


Federal social housing expenditures have traditionally grown rapidly, due to the fact 
that not only are existing levels of support maintained, but new commitments are entered 
into annually. These entail escalating costs which are locked in for up to 35 years. 
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Each year the federal government enters into a set of funding commitments to 
expand the base of approximately 600,000 units already assisted under various social 
housing programs. Many of these programs are cost-shared with the provinces. Ongoing 
federal expenditure growth will provide assistance for up to 36,000 more households each 


year. 


The 15-per-cent reduction will apply to those commitments entered into in 1990 and 
1991. All commitments entered into in 1989 and prior years will be unaffected by this 


initiative. 


Projected savings and total federal expenditures on social housing are as follows: 


Social Housing 


Previously approved expenditures 
Budget reduction 
Revised federal expenditures 


Increase (%) 


1989-90 1990-91 1991-92 


($ millions) 


1,695 1,802 1,940 
- (16) (35) 
1,695 1,786 1,905 
5.4 6.7 
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D. Programs or Projects Eliminated 


The Canadian Exploration Incentives Program 


As announced, the Canadian Exploration Incentives Program (CEIP) is being cancelled. It is 
expected that the government will save $50 million in 1990-91, and $125 million in 1991-92 
as the result of the cancellation of this program. Because expenditures displayed in 
Estimates cannot anticipate legislation, the full saving for 1990-91 is not reflected in 
1990-91 Main Estimates. The amount displayed in these Estimates, $150 million, is the best 
estimate of expenditures if the program were to continue in force given expected market 
conditions. 


The Minister of Energy, Mines and Resources will announce shortly the details of the 
cancellation of this program, including the provisions for grandfathering. In due course, 
legislation will be introduced in the House to amend the CEIP Act to implement this 
decision. 


Withdrawal from the OSLO Oil Sands Project 


The federal government is withdrawing its offer of financial assistance for the construction 
and operating phases of the OSLO (Other Six Leases Operation) oil sands project. This 
initiative will generate savings of the $650 million that had been projected for the 
construction phase of the project. 


The government is prepared to provide its share of funding for the engineering phase 
of the project which is to be completed by July 1991. The sponsors will then be in a 
position to proceed with the construction of the project, when the economic climate is 
favourable. 


OSLO is a proposal to construct and operate an integrated oil sands project in 
northeastern Alberta. It would be the third major oil sands project in the region. 
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Cancellation of the Polar 8 Icebreaker Project 


The government is terminating the Polar 8 Icebreaker Project. Revised cost estimates mean 
that substantially greater expenditures would be required than originally anticipated to carry 
out the project. In addition, circumstances underlying the announcement of the project in 
1985 have since changed significantly. Announced as a way to enhance Canada’s ability to 
assert its rights of sovereignty in the Arctic, the project was, in particular, a response to 
actions taken by the government of the United States at that time which overtly challenged 
Canada’s asserted rights. The United States has since entered into the Canada-United States 
Arctic Cooperation Agreement with Canada, under which it has agreed to provide advance 
notice for planned voyages by United States vessels in Canada’s Arctic. 


With respect to the cost aspect, the Polar 8 Icebreaker Project was to provide the 
Canadian Coast Guard with a vessel capable of operating in the Arctic under all conditions. 
The estimated cost of more than $680 million is substantially greater than what had been 
originally anticipated. Termination of the project produces direct fiscal savings of $84 
million in 1990-91 and $62 million in 1991-92. Funds originally set aside within the capital 
budget of the Department of Defence can now also be released and applied to deficit 
reduction. 
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E. Management Measures 


Privatization 


The government has decided to sell its shareholdings in Telesat Canada. The government 
will also proceed with the privatization of Nordion International Inc. and Theratronics 
International Ltd. 


Telesat Canada was established in 1969 to apply satellite technology to domestic 
telecommunications systems. The government’s objective, as a founding shareholder, was to 
encourage the development of satellite communication services throughout Canada, including 
northern and remote areas. This goal has been achieved, and Telesat has operated profitably 
as a commercial enterprise for a number of years. 


Legislation enabling the government to proceed with the sale of Nordion 
International Inc. and Theratronics International Ltd., two former divisions of Atomic 
Energy of Canada Ltd. (AECL), received royal assent on January 30, 1990. 


These measures are consistent with the government’s objective of selling investments 
where government ownership is no longer required to meet public policy objectives, and 
relying on market forces to enhance Canada’s competitiveness. Proceeds from the sale of 
these privatization initiatives will contribute to deficit reduction in 1990-91 and in 1991-92. 


Crown Corporation Dividends 


Profitable Crown corporations, including Ports Canada, Canada Post Corporation, Canadian 
National Railways, and the Royal Canadian Mint, will make a contribution to deficit 
reduction through the payment of dividends. All dividends received are treated as income 
and will go towards reducing the government’s deficit. Over the next two years dividend 
initiatives are expected to yield more than $150 million. 


The government views its equity in commercially competitive corporations as 
investments rather than as sunk costs. Most commercial corporations have established 
appropriate earnings targets which at a minimum cover the shareholder’s cost of borrowing 
the invested funds. Given the government’s fiscal position, as much of the profits should be 
paid directly to the government in dividends as is consistent with maintaining financial 
health. 
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The regular payment of dividends by commercial Crown corporations helps to create 
a level playing field with private sector competitors, and encourages management to function 
in a more commercial fashion. Dividends represent a concrete means of providing a return 
to Canadians on investments they have made. 


Ports Canada 


Cash amounting to $100 million will be removed from the Canada Ports Corporation (CPC) 
and seven Local Port Corporations in two instalments (April 1990 and January 1991). The 
federal government has carefully reviewed the Ports’ capital requirements and determined 
that the cash reserves held by the Ports are well in excess of the corporations’ short-term 
needs. The federal government will consider investing up to $50 million in the Interport 
Loan Fund managed by Canada Ports Corporation to help finance viable investment projects. 


In 1985, in a similar cash management exercise, the Ports contributed 
$133 million towards deficit reduction. That contribution did not adversely affect Ports 
Canada operations. Similarly, the government is convinced that this new measure will not 
affect the competitive position of the Ports. 


Since this item represents additional revenue to the government, it will contribute 
$100 million to reducing the deficit in 1990-91. 


Canadian Patents and Development Limited 


The government has decided to wind up Canadian Patents and Development Limited (CPDL). 
CPDL’s primary function is to protect patentable technology arising from publicly funded 
research and development, while facilitating private sector exploitation of this intellectual 
property. The diverse nature of federal science and technology activity argues for a 
decentralized approach to patent protection and commercialization. With the windup of 
CPDL, individual departments and laboratories will assume full responsibility for protecting 
and commercializing their intellectual property. 


CPDL’s expenditures are in the order of $3 million per annum while its revenues are 
about $2 million. The $1 million difference is funded by appropriations. 
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Canadian Livestock Feed Board 


The Canadian Livestock Feed Board (CLFB) will be wound up and administrative 
responsibility for the Feed Freight Assistance Program (FFA) and other functions now 
performed by the Board transferred to Agriculture Canada. 


The FFA has been administered for some time by the CLFB, a parent Crown 
corporation established pursuant to the Livestock Feed Assistance Act. The government has 
decided that there is no requirement for a parent Crown corporation to perform the 
functions of the CLFB. The functions can be performed satisfactorily by Agriculture Canada. 
There would be no change in the FFA benefits which livestock producers now receive or in 
the collection and dissemination of feed grain statistics. 


Canada Harbour Place Corporation 


The government will wind up the Canada Harbour Place Corporation (CHPC) and transfer its 
assets to another federal entity to be designated. 


The Corporation was incorporated to design, construct and manage a facility as 
Canada’s contribution to Expo ’86. In creating CHPC the government explicitly required that 
the Corporation’s mandate be reviewed once Expo ’86 ended. Windup is in keeping with the 
government’s policy of eliminating Crown corporations that are no longer required to serve a 
public policy purpose. 


The Corporation now manages only certain residual property interests on the site 
(major portions having been disposed of by long term leases against prepayments during the 
construction period) and provides for common utility services on a cost-recovery basis. 


Postal Services Review Board 


The government has reconsidered its intention to proceed with legislation to establish a 
Postal Services Review Board. The Postal Services Review Committee, which had been 

established as an interim step, will be discontinued consistent with the decision to not 
proceed with the Board. 
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In August 1988, the Minister responsible for the Canada Post Corporation introduced 
a Bill that would have established the Postal Services Review Board to hold hearings and 
make recommendations to the Canada Post Corporation on certain rates and major service 
proposals. The Bill died on the Order Paper in the last Parliament and pending legislative 
authority for a Board, an interim Postal Services Review Committee was established within 
Consumer and Corporate Affairs Canada. 


The Committee conducted hearings over a four-month period in 1989. During that 
time it heard a total of 23 witnesses at seven different locations across the country. 
In addition, the Committee received 56 written briefs or letters. 


Given the limited public participation in the hearing process relative to the cost of 
operating the Committee and holding hearings, and the unprecedented turnaround of the 
Canada Post Corporation, the government must take the view that the continued 
expenditures necessary to support and maintain a Committee or Board cannot be justified. 
However, other measures will be considered to provide better opportunities for public 
participation. 


The interim Postal Services Review Committee is currently authorized to spend 
$3.8 million and operate with 18 person-years for the 1989-90 fiscal year. 1990-91 Main 
Estimates provide up to $1.8 million and nine person-years to allow an efficient windup of 
the Committee. 


Cash Management: Accounts Receivable 
Revenue Canada, Taxation 


The Department of National Revenue, Taxation has taken measures to improve management 
practices and to improve the collection of revenue owed to the government, the undisputed 
portion of which has increased by almost $1 billion over the last two years. As well, 
resources have been allocated to National Revenue, Taxation to maintain the level of its 
compliance effort. These measures are consistent with the recommendations of the Auditor 
General. 


Since the previous fiscal framework was based on a trend of declining compliance 
coverage, the combined effect of these initiatives will be an improvement in the 
government’s fiscal position by over $160 million in 1990-91, increasing to about $230 
million by 1991-92. 


ON 
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Cash Management: Bank of Canada 


A key aspect of the government’s management initiatives has been its cash management 
improvement program. A cornerstone of that program has been the acceleration of 
remittances of moneys due to the government, both tax and non-tax revenues. 


A substantial portion of the Bank of Canada’s assets are Government of Canada 
securities and the Bank’s revenues are primarily interest earned on those securities. The 
Bank operates on a calendar year basis and current practice is to hold its first three months 
revenues until the start of the federal fiscal year, thus making payments April through 
December. Commencing January 1, 1991, the Bank will be required to remit monthly, in 
accordance with the government’s ongoing efforts to improve cash management. This will 
result in a one-time fiscal saving of $400 million in 1990-91. 


Veterans Affairs 


Savings of $8 million in 1990-91 and $10 million in 1991-92 will be obtained under the 
Veterans Independence Program by restricting the range of services that are funded. 


The Veterans Independence Program (VIP) funds various support services provided to 
disabled pensioners and low-income veterans who are 65 years of age or older. Benefits 
include home care (including housekeeping and groundskeeping), home adaptations, 
ambulatory health care and social transportation, as well as residential and nursing home 
care in the veteran’s community. With this measure, veterans receiving assistance under the 
Veterans Independence Program will no longer be reimbursed for heavy housekeeping 
services that had provided them with occasionai help for major housecleaning tasks. All 
other VIP benefits continue. 


The Budget also announced that revenue-raising measures will produce fiscal savings 
of $3.7 million in 1990-91 and $13.6 million in 1991-92. 


Cap on Operating and Maintenance Budgets of Departments 


The aggregate two-per-cent cap on the funding that will be available to compensate 
government departments for the impact of inflation on their operating budgets is being 
extended for an additional two years. This measure will yield savings of $150 million in 
1993-94 and $300 million in 1994-95. 
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In the February 1986 Budget the government announced a special cut of $500 
million to departmental budgets. This was equivalent to two per cent of total non-statutory 
expenditures, excluding Defence and Official Development Assistance. The Budget also 
announced that for future years through 1990-91, funding for operations and maintenance 
would only be allowed to grow by two per cent per year from the reduced 1986-87 base. 


On December 15, 1989, the President of the Treasury Board announced a two-year 
extension of the two-per-cent aggregate cap on inflation adjustments to O&M budgets 
through 1992-93 as part of the government’s continuing effort to control costs in response to 
the difficult fiscal situation. The further two-year extension will sustain this effort through 
1994-95. 


To implement this measure effectively across all government departments, Treasury 
Board has only provided inflation adjustments to O&M budgets on the basis of demonstrated 
need. Most of the available funds have been directed to aboriginal, health and veterans’ 
programming. For most departments, there has been no adjustment to compensate for 
inflationary impacts on non-salary O&M budgets since 1985-86. 


The measure will maintain the pressure on departments to identify economies and 
productivity improvements to offset the loss of purchasing power. Announcement of the 
measure now gives departments and agencies time to develop strategies for delivering their 
programs in a period of ongoing restraint. 
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